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3 Formen UBS Bankers Sentenced fon Bid-Rigging - NYTimes-com

A fedenal  juny convic ted a l l  thnee former bankers last  August  o f  conspi r ing to
defraud munic ipa l  bond issuers and a lso convic ted Mr.  Ghavami and Mr.  Heinz of
wi re f raud.  UBS agreed in  2Q1,1,  to  pay $L60 mi l l ion in  rest i tu t ic rn,  penal t ies and
disgorgement  for  the scheme.

pnosecutors had sought  sentences of  a t  least  19 and a hal f  years,  for  Mn.  Heinz,

at  least  L7 and a hal f  years for  Mr.  Ghavami and at  least  11 yeerns and three
months fon Mn.  Wel ty .

Judge Wood cut  the nange of  potent ia l  sentences for  a l l  three orr  Wednesday,
say ing that  the i r  cn imir ra l  behavion was abennat ional  f rom thei r  o thenwise
1aw-abid lng l ives,  and because the v ic t ims have been "compensaterd h igh ly"  by the

UBS set t lement ,

Kal ina M.  Tul ley,  a  lawyer  at  the lust ice Depar tment 's  Ant i t rust  Div is ion,  sa id

Judge Wood's  reduct ion in  sentencing nanges "great ly  underest imer tes the

se r iousness  o f  t he  o f fense . "

. .These wene munic ipa l i t ies that  were look ing to  invest  the taxpayers '  i lor1€l r "

Ms.  Tul ley p leaded wi th  Judge Wood,  to  no avai I ,  in  a  cour t room f i t led wi th  the

bankers '  f r iends and farn i l ies.  "These defendants abused that  t r t ts t . "

Mr^.  Ghavami,  a  Belg ian nat ional ,  was the f i rs t  o f  three former membens of  UBS's

mun ic ipa l  secu r i t i es  desk  to  be  sen tenced .

. . I ,ve a lways t r ied to  conduct  my l i fe  wi th  in tegr i ty  and considenat ion,"  Mr.

Ghavami to ld  the judge before apologiz ing to  af fected munic ipa l j l t ies and h is

wi fe ,  lu l ie ,  and daughter ,  Athena.  -A1l  I  want  to  do is  to  pnotect  lu l ie  and

Athena fnom harm and to get  to  the point  whene we can be a fami-Ly again ' "

Mr .  Ghavami wi l l  be deponted to  Belg ium af ter  serv ing h is  sentence at  a

low-secur i ty  federa l  pr ison.  Mr.  Heinz and Mr.  tJe l ty  are e l i .g ib- le  to  serve the i r

sentences at  a  min imum secur i ty  camp,  an opt ion not  avai lab le to  Mr .  Ghavami-

because he is  not  an Amenican c i - t izen.

The lust ice Depar tment  charged Mn.  Heinz,  Mn.  Ghavami and Mr.  h l r : l ty  in  2018 as

pant  of  i ts  broad invest igat ion of  the $3.7 t r i l l ion munic ipa l  l rond market ,  in

which at  least  19 people have been convic ted or  p leaded gui l ty .

"For  years,  these execut ives corrupted the compet i t ive b idd ing ; r rocess and

defnauded munic i .pa l i t ies across the country  for  impor tant  publ i i :  works

pro jects , , ,  Scot t  D.  Hammond,  deputy ass is tant  a t torney genera l  0 f  the ant i tnust

d iv is ion 's  cn iminal  enforcement  program, sa id in  a s tatement  af ' ten the

sentencings.  "The d iv is ion wi -11 cont inue to  prosecute those who subver t  and

conrupt  compet i t ive markets  fon personal  prof i t . "
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3 Fonmer UBS Bankens Sentenced for  B id-Rigging -  NYf imes-com

3 Former UBS Bankers Sentenced for  B id-Rigging -  NYTimes.com
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3 Fonmen UBS Bankens Sentenced fon Bid-Rigging

By REUTERS

Three former UBS bankers wene sentenced to pnison on wednesday fon deceiv ing

c i t ies and towns by r^ igg ing b ids to  invest  munic ipa l  bond proce 'eds:  but  the

sentences were just  a  fnact ion of  what  prosecutors had sought '

Gary Heinz,  40,  a  fonmen bank v ice pres ident  who was caught  on recondings

di .scuss ing the scheme,  received the longest  pr ison Sentence,  a  tenm of  27

months.  :uoge Kimba M. wood of  Fedenal  Dis t r ic t  Cour t  in  Manhat tan a lso ordered

Mn.  Heinz to  PaY a $4O6,OOO f tne.

peter  Ghavami. ,  45,  who le f t  UBS in  2067 as g lobal  head of  commodi t ies,  was

sentenced to 1g months in  pr ison and ordered to  pay a f ine of  $1 mi l l ion.

Michael  Wel ty ,  49,  a  fgrmer v ice pnesident ,  was sentenced to 16 months and

ordered to PaY a $300,8O0 f ine.

, .we,ne veny p leased at  the outcome and we fee l  that  just ice was done,"  sa id

Char les A.  St i11man,  a lawyer^ for  Mr.  Ghavami '

pnosecutors sa i -d the bankers had steered f inanci -a1 contracts  tc  the i r  f r iends in

exchange fon k ickbacks and other  favons f rom 2001 to 2a06,  whi le  fa lse ly

cent i " fy i ,ng that  the processes were compet i t ive '
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Ex-llofA E,xecutirre lndicted 1br Fraud in Bor-rd Probe - Bloomberg Page I of 3

Bloomberg

Ex-BofA Executive Indicted for Fraud in Ilond Probe

Rr 
- l -orrr  

Schocnbcrg ar td Mart i r t  T l l raut  -  ' lu l  20.  2012

A former qalkqlA]Egn-ca-(blp. executive u'as inclicted for allegedlv participating in rvhat

prosecutors said was a ,,far-reaching conspirecl," lo defraud municipal bond investments through

bid rigging.

phillip D. Murphy, former head of Bank of Anrerica's rnunicipal derivatives desk, was charged with

colspiracy to defraud the t.f.S., Ul-rc frg!-d and conspiracy to make lilse entries in bank recorcls'

according to the indictment filed yesterday in fecleral court in chartqgg' Nqt-th Qarolina'

Murphy "allegeclly participatecl in a complex fraud scheme ancl conspiracies to manipulate what

\vas sllpposed to be a competiti'e process," Scott D. Hammoncl, a cleputy assistant attorney general

in the Justice Dep:rrtment's Antitrust Dir''ision, saicl in iitr e-tniiiled statemettt' "The division

reccntly conr.ictecl at trial sevcral indir,icluals in this investigation, rvhich is otlgoing'"

So far, 13 individuals frorn banks inclucling Bank of Atnerica, ffl\4trr8an chase & co' ('JPM) and

IJ-!.S-AG-0UBgN have pleaded guiltf in the Justice Department's investigatrion' Bank of America'

,lPNlorgan, UgS, trlqU.Ualgo &-C-o, (!\lFC) ancl Geueral Irlectric Cr'r' havc pa'id more than $7oo

mil l ion in resti tut ion and penalt ies'

Four Years

Bank of Arnerica, which self-reported the illegal actiYitr" has been cooperating for more than four

\rerlrs rn'ith J-us!igg-p- spaunent prosecutors r'r'ho sa)' that bankers paid kickbacks to cDR Financial

products to rig bids on in'estrnent c,ntracts sord to local go'er'ments. Mu'icipalities bought the

contracts r,vitrr money raised through bo.d sares, *,rricrr alrolved ttrem to earn a retur'until the

funds rvere needed 1br schools, roacls, and other public rvorks'

Frotn r998 until z(J()6,Murphy allegedly conspired rr.ith CDR Financial Products to increase the

number of ancl profitability of investment agreements and municipal finance contracts that went to

the bank, according to the indictment. Murphl'rvon auctions for the investment contracts after

other banks subrnitted intentionalll, losing bids, the governtnelrt rsaid'
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Case 2.11-cv-02539-WJM -MF Document 4 Filed 05/06/11 Page 1 of 12PagelD:42

L]NITED STATES DISTzuCT COURT
DISTRiCT OF NEW JERSEY

SECIIRITIES AND I]XCHANGE COMMIS S ION,

cA No -I,Jf*t LL{nr

UBS FINANCIAL SERVICES

Defendant.

FINALJIJDGMENTASToDEFENIDANTUBSFINANCIALSER\. ICESINC.

The Securities and Exchange Commission having filed a Complaint ancl Defendant UBS

Financial serviccs Inc. having entered a general appearance; consented to the clourt'sjurisdiction

over Defendant and rhe subject matter of this action; consented to entry of this Final Judgment

without admitting or <Ienying the allegations of the Complaint (except as to junsdiction); waived

fu-rctings of fact antl conclusions of law; and waived any right to appeal from this Final Judgment:

I .

IT IS HEREBY ORDERED, ADIUDGED, AND DECREED that Defe.ndant and

Dcfendaut,s agents, scrvanls, employees, attomeys. and all persons in active concert or

participation with them who receive actual notice of this Final Judgment by personal service or

otherwise are p€rrnanently restrained and enjoinecl ftom violating, directiy or i:ndirectly' Section

l5(c) of the Securit ies Exchange Ao of 1934 (the "Exchange Act") [ l5 U'S.C $ 78o(c)] by using

any means Or Inslrumentality of interstate colTlmerCe to effect transactions in' Or to induce Or
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Case 2:11-cv-02539-WJM -MF Document 4 Filed 05/06/'11 Page 2!. of 12 PagelD: 43

attempt to induce the purchase or sale of, securities by means of a manipulative, deceptive or

other frauclulent device or contrivance' including:

(a) any act, practice, or course ofbusiness which operates or woukl operate as

a fraud or deceit upon any person' and

(b) any untrue statement of a material fact and any omission to stale a material

fact lecessary ir order to make the staternents roade, ir, t|e liglrt of the

circumstances under which they were made, not misleading, which

statemenr or omission is made with knowledge or reasonable grounds to

believe that it is untrue or misleading'

II.

ITISHERF,BYFURTTIERORDERID,ADTDGED,ANDDECRF;EDthatDefendant

is liable for disgorgement of $9,606,543, represcnting profits gained as a result of the conduct

alleged in the Complaint, together with prejudgrnent interest thereon in the arnount of

$5,100,637, and a civil penaity in the amount of $32,500,000 pursuant to Section 21(d) of the

Exchange Acr u5 u.s,c. $ 78u(d)1. Defendant shall satisfu this obligation by distributing the

s4.7,207,180 as set forth below. By making this payment, Defendant relinquishes all legal and

equitable right, title, and interest in such frrnds, and no part of the funds shall be returned to

Defendant.

In accordance with thc Fair Fund provisions of Section 308(a) of the rSarbanes-oxiey Act

of 2002, Defendant shall, within 30 clays after entry of this Final Judgment p'ry an aggleSate

amount of $4?,20./,180 in thc amounts an<l to rhe entities of their Successors or assigrrs identified

13-53846-swr    Doc 361-7    Filed 08/16/13    Entered 08/16/13 18:34:29    Page 7 of 23



Case 2:11-cv-02539-WJM -MF Document 4 Filed 05/06/11 Page 3, of l2PagelD 44

on Attachment A her:eto and incorporated herein by reference, together with a notice identifing

UBS Financial Services Inc. as a defendant in this action; setting forth tire title and civil action

number of this action ancl the name of this Court; and specifoing that payment is made pursuant

to tlis Final Judgment. Defendant shali sjmultaneously transmit evidencc of receipt of each such

payment and notice to the attention of Elaine C- Greenberg, Chief, Municipal iiecurities and

Public Pensions unit and Associate Regional Director, Securities and Exchange commission,

Philadelphia Regional Office, 701 Market Street, Suite 2000, Philadelphia, P'A' 19106'

Regardless c,f the Fair Fund distribution, amounts orderexl to be paid as civil penalties

pursuant to this Judgment shall be treate<l as penalties paid to the government for all purposes'

including all tax pu:'poses. To preserve thc cleterrent eflect of the civil penalt5" Defendant shall

not, after offset or reduction of any award of compensatory damages in any Rdated lnvestor

Action based on Defendant's payment of disgorgement in this action, argue that it is cntitled to'

nor shall it further benefit by, offset or reduction of such compensatory damages award by the

amount of any part of Defcndant's payment of a civil penalty in this action ("Penalry ofl-set")' If

the corur in any Related Investor Action grants such a Penalty Offset, Defend:ant shall' within 30

days after entry of ir final order granting the Penalry offset, notiff the commission's counsel in

this action and pay the amount of thc Penalry Offset to the United States Treasury or to a Fair

Fund, as the commission directs. Such a payment shall not be deemed an ad'citional civil

penalty and shall not be ileemed to change thc amount of the ci\,11 penalty imposed in this

Judgmcnt. For puposes of ttLis paragraph, a "Related lnvestor Action" means a private damages

action brought agalnst Defendant or one of its affiliates by or on behalf of one or more lnvestors

basedonsubstant ia l ly thesamefactsasal legedintheComplaint in th isact io ,n.
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Case 2:11-cv-02539-WJM -MF Document 4 Fi led 05/06/11 Page 4 of  12 PagelD: 45

III.

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED thAt thC CONSENT iS

incorporated herein with the same force ancJ ef'fect as if fully set forth herein, :rnd that Defendant

shal lcomplywithal lo| theundertakingsandagreementssetforththerein.

IV.

IT IS FIjRTHER ORDERED, ADJIIDGED, AND DECREED thAt thiS COUTT ShA][ TCIAiN

juns<iiotion of this matter for the pu{poses of enforcing the terms of this Final Judgment'

'l'here berng, no just reason for delay, prusuant to Rule 54(b) of the Fexleral Rules of civil

Procedure, the Clerk is orderecl to enter this Flnal Judgment forthwith and without further notice'

4tL-
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case 2:11-cv-02539-WJM -MF Document 4 Fi led 05/06/11 Page 5i  of  12 PagelD: 46

ATTACHMENT I\
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Bloomberg

Bank of America to Pav $137 Million in lVluni Cases
t l i  . lc fTl l l iss and N' lar t in 2. .  Braun -  Dec 7.  2010

Eenkpf Anefrea QgIp. agreed to pay $r3Z million in restitution for its involvement in a conspiracy

to rig bids on 88 municipal bond contracts, the U.S. Securities and Exchang,e Commission and

Justice Department said.

Bank of America, based in Charlotte, North Carolina, agreed to pay $36 million to settle an SEC

case. The bank will pay an additional $ror million to resolve investigations by other federal and

state agencies, the SEC sgfd,

Bank of America has been aiding a nationwide Justice Depaftment antitrust probe of the $2.8

trillion municipal market sincc at least 2o07 in return for leniency. The investigation has ensnared

more than a dozen banks, including JtMq_fSqU-Clr*q.s-g.& -Cp.,jJESAG, and Wachov'ia Corp, which

rvas acquired by $le]]s*!alqo_S Qo. in 2oo8, according to documents filed in fcderal court.

'Ihc company's "cooperation has led to an aggressive, ongoing investigation by the Department of

,Justice into anticompetitive activity in thc municipal bond derivatives industry," QltUgIbe l{aU-ry,

u,ho heads the Justice Department's Antitrust Division, said in a statement.

Bank of America won't bc prosecuted as long as it continues to cooperate with the government.

The settlement also involves 20 states, the Office of the Comptroller of the Currency, the Internal

Reyenue Service and the Federal Resen e Board, qo-!!ec-!i*CU] Attorney General Rilhard

B]ugr-en!_hal said in a release.

Remediation Efforts

"Bank of America is pleased to put this matter behind it and has already voluntarily undertaken

numerous remediation efforts," the companl'said in a statement. The bank, which is still facing

cir,il antitrust cases filed by Baltimore, Virginia's Fairfax County and othersi won't be subject to

triple damages in those cases if it cooperates n'ith plaintiffs.

http://nu",v.bloomberg.com,/neu,s lprintl20l0-12-07 lbank-of-america-agrees-tc -pay- 13 7-mi... 811512013
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Eight one-time bankers and financial advisers, including former employees of UBS, JPMorgan and

Bank of America, have pleaded guilty in connection uith the municipal bond investment bid-

rigging probes.

In a case against one broker, CDR Financial Products Inc. of Los Angeles, prosecutors say the

conspiracy included more than zoo deals involving state agencies, local governments and

nonprofit groups from California to Massachusetts, according to documentr; filed in federal court.

The scheme may have cost taxpayers more than $r billion, according to Ste'r'en Feinstein, a finance

professor at Babson College in Wellesley, Massachusetts.

'Looking Carefuliy'

The agreement with Bank of America for its conduct from rggT to 2oo2 is the antitrust division's

first in the case, Varney said in a conference call r,r'ith reporters. The Justice, Department is still

"looking carefully" at the amount municipalities lost, Varney said. She declined to comment on the

probe saying it was ongoing.

"We rvill use any and all tools at our disposal to prosecute corruption in the municipal bond

market," Varney said in the teleconference. "These urre taxpal,'cr dollars that are bcing defrauded

and r,r,'e n'ill not tolerate it."

Bank of Arnerica, which wasn't the leader or organizer of the bid-rigging conspiracy, according to

the Justice Department, agreed to pa1'disgorgement and intercst ranging from $8,4r8 to

Missouri's dcvelopment finance agency to $6.2 nrillion to Massachusetts, according to the SEC.

"This settlement means that governmcnt agencies facing lon'er budgcts will recover millions of

dollars in restitution for monelr that thel' rvere dcprived of by solne unscrupulous bond- derivative

investment advisers," said J_eqryB1eg, California attorney general and go'vernor-elect, in a neu's

release today.

UBS Arrest

On Dec. r, lgIgI_GhAyAInl, the former co-head of UBS's municipal derivatives group, was arrested

as part of the four- year investigation after arriving in John F. Kennedy International Airport.

Gha'ami, a Belgian natiolal living in Moscor,r', faces a fraud charge tied to a $1oo,ooo kickback for

steering an investment agreement rvith a U.S. state to another bank.

Former JPMorgan banker JAm.9g!,-U94Z on Nor'. 3o admitted to participating in bid-rigging and

fraud conspiracies and agreed to cooperate with prosecutors.

httn://nuu.bloombers.com/nen's lprint l20l0-12.-07lbank-of-america-agrees-to-pay- 137-mi. ' .  811512013
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The Justice Department's criminal investigation centers on investment agreements that

rnunicipalities enter with rnoney raised through bond sales.

Guaranteed Contracts

The so-called guaranteed investment contracts let them earn a return until the cash is needed for

schools, roads or other public u'orks. The U.S. Treasury Department encourages competitive

bidding to ensure that localities get market rates.

Prosecutors have said that favored bankers got inside information from brokers who handled

bidding for the contracts so they could can e up the market. In some cases, lbankers admitted

pafing kickbacks to brokers.

In a g65.2 million bond issue for the Beacon Tradeport Community development district in Florida

handled by Bank of America, the bank recommended the broker rvho was handling the investment

bids. Bank of America told the broker nhat it planned on bidding, allolving the broker to advise

other banks where they shouldn't bid, the SEC said.

Bank of America paid the broker a $5o,ooo kickback for steering the bids by disguising it as a fee

in another deal.

The bank neither admittccl nor denied the SEC's findings in agreeing to settle a related sccurities-

fraud complaint, the agencY said.

In September, D,pUglal-L*g-e'-C*41qlp!ql-l-, a former municipal derivatives executive with the bank,

pleaded guilty a1d agreed to cooperate. In Mal',,M-atk Zgi-\o,n'ho n'orked frlr UBS's municipal

bond and derivatives trading desk from 2oo1 to z006, pleaded guilty to participating in a

conspiracy to rig bids for the contracts.

Shorvn Leniency

Ba'k of America's cooperation is an example of a Justice Department program under rvhich the

first company in a cartel to inforrn prosecutors about the illegal collusion is; shown leniency. The

program had been rener,r,ed on an annual basis until Varney,'earlier this yeaLr successfully lobbied

Congress to extend the program until 2o2o.

,,Any time you have a law that automaticalll, sunsets every year, you create a lot of uncertaintl," she

said in an inten ier,r, last month. "If you're a lan1'er counseling a client, you're not so sure you want

to recommend that they take advantage of the leniency' program rvhen you're not sure the leniency

program is going to be there."

lrtrp://uu.w.bloomberg.com/news lprintl20l0-12-07lbank-of-america-agrees-to-pay- 137-mi... 811512013
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To contact the reporters on this story: Jetf B*liss in Washington at iblisq-(a.bllorpber8.-{ret; Ma4inZ

LfaUl in New York at m.b*faUfr-6-@b"lpqqlbe;5net.

To contact the editor responsible for this story': Mark Silva in Washington at

mqiha,x+@blo*qmhqrg,se-t
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4829 Haverhill Street
Detroit, Ml 48224
August  11,2013

Senator Car l  Levin
McNamara Federal  Bui ld ing
477 Michigan Avenue
Sui te  1860
Detroit, Ml 48226

Dear Senator Levin:

We are writ ing you as a group of retired City of Detroit workers who are facing the very real

threat of losing our pLnsions in ongoing Federal bankruptcy court. We urgently ask you to meet with

some of us in Detroit as soon as possible. We are asking for your help in getting the Securit ies and

Exchange Commission (SEC) to intervene in the Detroit bankruptcy proceedings so that the

fraudulent,  predatory and cr iminal  act ions of  the banks can be brought before the judge. Sect ion 1109

a) of the bankruptcy law states: "The Securit ies and Exchange Commission may raise and may

appear and be treaiO on any issue in a case under this chapter" which is inr:orporated into Chapter 9

bankruptcy by Sect ion 901.
As co-author of  the Levin-Coburn Report  on the Financial  Cr is is issued Apr i l  13,2011 by the

U.S. Senate Investigations Subcommittee, you provided a powerful glimpse into the wrongdoing of

the largest banks. nl you may know, the SEC has many ongoing investigations and prosecutions of

these same banks esfecially in relation to municipal bonds. In fact, on July 24 two former UBS vice

presidents, along with the former UBS global head of commodities were sentenced to prison for

deceiving cit ies ind towns by rigging bids to invest municipal bond proceecls (Reuters, July 2\. f he

New york Times reported on .tu-ty l i  tnatthe former head of Bank of America's municipal derivatives

desk was charged with conspiracy to defraud the United States, wire fraud and conspiracy to make

false entr ies in bank records.  The Times also notes that 13 indiv iduals f rorn banks, including Bank of

America,  JpMorgan, UBS, Wel ls Fargo and General  Electr ic have paid more than $700 mi l l ion in

restitution and penalties. This is just the tip of the iceberg that the SEC is looking into.

While we are told our pensions are unsecured and must be sacrif ice'd to pay off the banks, we

believe a thorough examination of the banks themselves, in the mortgage <;risis which destroyed

Detroit 's tax base and then the many bond swaps to the City government, ' .rery well might undermine

the claims of  the banks.
please contact us right away so that we may explore these issues utith you.

Thank you for Your considerat ion.

. [-tr:
DWSD, 21.5 yrs .

Sincerely,

'*(,!r',!i{
walter G. Knal l ,  Heal th Dept. ,  31.5 yrs. ;  cheryl  LaBash, Bui ld ing & construct ion,  30 yrs. ;  Bryant Harr is,  DDOT,

30 yrs.; Walter S. Blaney, DWSD Z'e.S yrs.; iynthia Blair, widow of DPD officer c,f 33 yrs.; Belinda A' Myers-

Florence, Human Serviies, 35 yrs. g mo.; Jesse J. Florence, Transportation, 36 )/ears; Joyce Griff in-Sole,

DDOT, 21 yrs.
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